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CARLUZZO, Special Trial Judge: This case was heard

pursuant to the provisions of section 7463.! Pursuant to section

7463(b), the decision to be entered is not reviewabl e by any

Unl ess ot herwi se indicated, section references are to the
I nt ernal Revenue Code of 1986, as anended, in effect for the year
at issue. Rule references are to the Tax Court Rules of Practice
and Procedure.



- 2 -
other court, and this opinion shall not be treated as precedent
for any other case.
In a notice of deficiency dated February 20, 2007,?
respondent determ ned a deficiency in, and additions to,
petitioner’s 2003 Federal incone tax as follows:

Additions to Tax
Deficiency Sec. 6651(a)(1) Sec. 6651(a)(2) Sec. 6654(a)

$22, 488 $2,974. 27 $2, 115. 04 $314.51
After concessions, the issues for decision are: (1) Wether
petitioner is entitled to various trade or business expense
deductions; (2) whether petitioner is entitled to a honme nortgage
i nterest deduction; and (3) whether petitioner is liable for a
section 6651(a)(2) addition to tax.

Backgr ound

Sone of the facts have been stipulated and are so found. At
the tinme the petition was filed, petitioner resided in Florida.

At all tinmes relevant, petitioner lived with her nother in
her nother’s house. Although nothing in the record suggests that
petitioner had any |egal obligation to do so, she typically paid

her nother’s real estate taxes and utility bills.

’2In a separate notice of deficiency, also dated Feb. 20,
2007, respondent determ ned a deficiency in and additions to
petitioner’s 2002 Federal inconme tax. The deficiency and
additions to tax for 2002 are placed in dispute in the petition,
but all issues for that year have been resolved by the parties.
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During 2003 petitioner provided services to five health care
providers (petitioner’s clients). Some of her clients treated
her as an enpl oyee; others considered her an i ndependent
contractor.

During 2003 petitioner’s clients were |ocated throughout the
United States. She routinely traveled by car between her
residence in Florida and the |ocations of her clients. Her
busi ness travels routinely required that she incur expenses for
transportation and neals and | odgi ng, sone of which were paid or
rei mbursed by her clients.

Respondent’s records indicate that petitioner’s 2003 Feder al
incone tax return, if submtted, was not received. Consequently,
relying upon information returns received frompetitioner’s
clients, respondent prepared what is comonly referred to as a
“section 6020(b) return” for petitioner for 2003.% The
adj ustnents to incone and the determ nation made in the above-
referenced notice of deficiency are consistent with the itens
shown on the section 6020(b) return.

Di scussi on

Petitioner now agrees that she earned and received the

inconme attributed to her in the notice of deficiency. According

3The incone tax liability showm on the sec. 6020(b) return
takes into account a personal exenption deduction and the
standard deduction. That return also allows credit for $9, 269 of
i ncone tax w thhol di ngs.
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to petitioner, she reported that incone on a Federal incone tax
return that she prepared and tinely “efiled” using a popul ar
conput er - based, inconme tax return preparation program
Petitioner clains that the efiled return shows deductions for
nortgage interest and business travel expenses incurred in
connection with providing services to her clients.* As noted,
respondent’s records do not show recei pt of any 2003 return from
petitioner, and petitioner did not produce a copy of any such
return at trial. Nevertheless, respondent now concedes the
section 6651(a)(1l) addition to tax, although w thout agreeing
that petitioner’s 2003 return was subm tted as cl ai ned.

| . Deducti ons

We begin by noting, as we have observed in countl ess
opi nions, that deductions are a matter of |egislative grace, and
t he taxpayer bears the burden of proof to establish entitlenent

to any cl ai ned deduction.® Rule 142(a); I NDOPCO, Inc. v.

Commi ssioner, 503 U.S. 79, 84 (1992); New Colonial Ice Co. V.

Commi ssioner, 292 U. S. 435, 440 (1934). This burden requires the

‘Because sone of her clients treated her as an enpl oyee and
others treated her as an independent contractor sone of the
deductions, if otherw se allowable, would be properly clained as
m scel | aneous item zed deductions on a Schedule A Item zed
Deductions, and sone on a Schedule C, Profit or Loss From
Busi ness. The record hardly allows for any such techni cal
preci si on.

SPetitioner does not claimthat the provisions of sec.
7491(a) are applicable, and we proceed as though they are not.
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t axpayer to substantiate deductions clainmed by keepi ng and
produci ng adequate records that enable the Comm ssioner to
determ ne the taxpayer’s correct tax liability. Sec. 6001;

Hr adesky v. Conmm ssioner, 65 T.C 87, 90 (1975), affd. per curiam

540 F.2d 821 (5th G r. 1976); Meneguzzo v. Conmm ssioner, 43 T.C

824, 831-832 (1965). A taxpayer claimng a deduction on a
Federal inconme tax return nust denonstrate that the deduction is
al |l owabl e pursuant to sone statutory provision and nust further
substantiate that the expense to which the deduction rel ates has

been paid or incurred. See sec. 6001; Hradesky v. Conmm ssioner,

supra; sec. 1.6001-1(a), Incone Tax Regs.
Havi ng set out these fundanental principles, we turn our
attention first to the deductions in dispute.

A. Busi ness Travel Expense Deducti ons

According to petitioner, her 2003 efiled return shows a
deduction or deductions for business traveling expenses. As
noted, a copy of that return has not been nmade part of the
record, and petitioner has not actually quantified the anount of
deduction or deductions to which she clains entitlenent. She
di d, however, produce various receipts for |odging and neals, and
nmore or less tied those receipts to specific business trips. She
drove to the locations of her clients, but if she maintained a

m | eage log, it has not been nade part of the record.
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Ordinarily, a taxpayer may not deduct personal expenses,
such as the costs of neals and | odging. Sec. 262(a). However,
if properly substantiated, traveling expenses, including neals
and | odging, incurred by a taxpayer during the taxable year while
traveling away fromhonme in the pursuit of a trade or business
are deductible. Secs. 162(a)(2), 274(d).

| f a taxpayer’s traveling expenses are reinbursed or
rei mbursabl e, then the expenses are not a necessary expense to
t he taxpayer and are therefore not deductible under section

162(a). Podens v. Conm ssioner, 24 T.C. 21 (1955); Ovis v.

Comm ssioner, T.C Menp. 1984-533, affd. 788 F.2d 1406 (9th G

1986) .

Petitioner acknow edges that she was rei nbursed for sone
portion of the business travel expenses to which the deduction or
deductions relate, and she apparently understands that she is not
entitled to a deduction for reinbursed travel expenses. See

Podens v. Conmi ssioner, supra. Because petitioner has not

established the extent to which she was reinbursed for the

busi ness travel expenses she incurred, we are unable to determ ne
what, if any, expenses were |eft unreinbursed. Therefore,
petitioner fails to neet her burden of establishing entitlenent

to any deduction or deductions for travel expenses for 2003.
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B. Hone Mortgage | nterest Deduction

In general, a taxpayer is entitled to a deduction for
qualified residence interest (referred to on the Schedule A as
“Honme nortgage interest”). Sec. 163(h)(2)(D). Because the
qualified residence interest deduction petitioner now cl ai ns does
not exceed the standard deduction applicable to her filing
status, see sec. 63, we need not consider her entitlenent to this
deducti on.

1. Section 6651(a)(2) Addition to Tax

Respondent i nposed a section 6651(a)(2) addition to tax for
2003. Respondent bears the burden of production with respect to
the addition to tax here in dispute. See sec. 7491(c).

In general, section 6651(a)(2) provides for an addition to
tax in the case of the failure to pay an anmount of tax shown on a
return unless the taxpayer can establish that the failure is due
to reasonabl e cause and not due to willful neglect.5

Under section 6651(g)(2), a return the Conmm ssi oner
prepares under section 6020(b) is treated as the return filed by
t he taxpayer for purposes of determ ning the anmount of the
addi tion under section 6651(a)(2). For these purposes, a section

6020(b) return “nust be subscribed, it must contain sufficient

5The sec. 6651(a)(2) addition to tax accrues at the rate of
0.5 percent per nonth until the maxi num 25 percent is reached.
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information fromwhich to conpute the taxpayer’s tax liability,
and the return formand any attachnments nust purport to be a

‘return’.” Spurlock v. Comm ssioner, T.C Meno. 2003-124; see

al so Cabirac v. Conm ssioner, 120 T.C 163, 170-171 (2003). The

section 6020(b) return respondent prepared constitutes
petitioner’s 2003 return for purposes of section 6651(a)(2).

To prove reasonabl e cause for a failure to pay the tax, the
t axpayer nust show that he or she exercised ordi nary business
care and prudence in providing for paynent of the tax and
neverthel ess was either unable to pay the tax or would suffer
undue hardship if he or she paid the tax on the due date. Sec.
301.6651-1(c)(1), Proced. & Adm n. Regs.

According to petitioner, her 2003 return was tinely filed
and shows a refund due, rather than unpaid tax. Her explanation
of the circunstances surrounding the preparation of her 2003
return is, at best, vague. She did not produce a copy of the
2003 return she clains to have prepared, and the sumary of the
el ectronically prepared return introduced into evidence says
little regarding whether the return was electronically
transmtted to respondent or otherw se manually fil ed.

Furt hernore, she does not suggest that she was unable to pay the

tax or that she woul d have suffered undue hardship if the tax had
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been paid on the due date. Respondent’s inposition of the
section 6651(a)(2) addition to tax for 2003 is sustai ned.

To reflect the foregoing,

Deci sion will be entered

under Rul e 155.




